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§585.521

your designated lease or grant operator
provides a minimum limited lease-spe-
cific or grant-specific bond in an
amount sufficient to guarantee compli-
ance with all terms and conditions of
the limited lease or grant.

(1) The dollar amount of the min-
imum, lease- or grant-specific financial
assurance in paragraph (a)(1) of this
section will be adjusted to reflect
changes in the CPI-U or a substan-
tially equivalent index if the CPI-U is
discontinued; and

(2) The first CPI-U-based adjustment
can be made no earlier than the 5-year
anniversary of the adoption of this
rule. Subsequent CPI-U-based adjust-
ments may be made every 5 years
thereafter.

§585.521 Do my financial assurance
requirements change as activities
progress on my limited lease or
grant?

(a) BOEM may require you to in-
crease the level of your financial assur-
ance as activities progress on your lim-
ited lease or grant. We will base the de-
termination for the amount of finan-
cial assurance requirements on our es-
timate of the cost to meet all accrued
lease or grant obligations, including:

(1) The projected amount of rent and
other payments due the Government
over the next 12 months;

(2) Any past due rent and other pay-
ments;

(3) Other monetary obligations; and

(4) The estimated cost of facility de-
commissioning.

(b) You may satisfy the requirement
for increased financial assurance levels
for the limited lease or grant by in-
creasing the amount of your existing
bond or replacing your existing bond.

(c) BOEM will authorize you to estab-
lish a separate decommissioning bond
or other financial assurance for your
limited lease or grant.

(1) The separate decommissioning
bond or other financial assurance in-
strument must meet the requirements
specified in §§585.525 through 585.529.

(2) BOEM will allow you to provide
your financial assurance for decommis-
sioning in accordance with the number
of facilities installed or being installed.
BOEM must approve the schedule for
providing the appropriate financial as-
surance coverage.
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§§ 585.522-585.524 [Reserved]

REQUIREMENTS FOR FINANCIAL
ASSURANCE INSTRUMENTS

§585.525 What general requirements
must a financial assurance instru-
ment meet?

(a) Any bond or other acceptable fi-
nancial assurance instrument that you
provide must:

(1) Be payable to BOEM upon de-
mand; and

(2) Guarantee compliance of all les-
sees, grant holders, operators, and
payors with all terms and conditions of
the lease or grant, any subsequent ap-
provals and authorizations, and all ap-
plicable regulations.

(b) All bonds and other forms of fi-
nancial assurance must be on or in a
form approved by BOEM. You may sub-
mit this on an approved form that you
have reproduced or generated by use of
a computer. If the document you sub-
mit omits any terms and conditions
that are included on the BOEM-ap-
proved form, your bond is deemed to
contain the omitted terms and condi-
tions.

(c) Surety bonds must be issued by an
approved surety listed in the current
Treasury Circular 570, as required by 31
CFR 223.16. You may obtain a copy of
Circular 570 from the Treasury Web
site at http:/www.fms.treas.gov/cs70/.

(d) Your surety bond cannot exceed
the underwriting limit listed in the
current Treasury Circular 570, except
as permitted therein.

(e) You and a qualified surety must
execute your bond. When the surety is
a corporation, an authorized corporate
officer must sign the bond and attest
to it over the corporate seal.

(f) You may not terminate the period
of liability of your bond or cancel your
bond, except as provided in this sub-
part. Bonds must continue in full force
and effect even though an event has oc-
curred that could diminish or termi-
nate a surety’s obligation under State
law.

(g) Your surety must notify you and
BOEM within 5 business days after:

(1) It initiates any judicial or admin-
istrative proceeding alleging its insol-
vency or bankruptcy; or

(2) The Treasury decertifies the sur-
ety.
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